Operations Management
· Operations Management definition:
	






Operations Management is about “Productive Efficiency”
· Productive Efficiency definition:
	






· Resources = Factors of Production. What are the 4 Factors of Production?








· What is production?
	







· Three Types of Industry
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Adding Value
· Added Value definition:
	






· Added Value Formula
	







· Example: iPhone 4

Selling price = $599.99
Cost of materials = $187.51
Added value = ?
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· Explain the difference between adding value and profit
	








	How do businesses add value?
	How can businesses increase added value?

	
















	




Adding Value
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GBK Case Study 
1a. Identify two examples of “land” that are used by GBK
	





1b. Identify two examples of “capital” that might be used by GBK
	





1c. Is Paul Campbell an example of labour or enterprise? Justify your choice.
	






2. Is GBK mainly involved in primary production, secondary production or tertiary production? Explain your reasoning.
	








4. Based on the figures in the article, calculate the level of added value on a pizza
	






6. Analyse the reasons why GBK can achieve higher levels of added value than McDonald’s
	














Adding value
1. Missing words
Adding value means creating a finished product that is worth more to the customer than the sum of the parts. At Starbucks, 25p of coffee beans, milk and flavourings turns into a selling price of £2.50. The £__________of value added pays for staff, the equipment, the sofas, the rent and still generates a generous _______________. Adding value is the ultimate goal of Research and Development teams and marketing departments. It generates the surplus that pays the bills.
The formula for calculating value added is: ________________  -  bought-in goods and services.

2. Ways to add value (Match the points A – H to the relevant product type or types)
	Product type
	Ways to add value
	Ways to add value

	1. Car manufacturing
	A. Obtain a prestigious address
	E. Carry out the process faultlessly

	1. Biscuit production
	B. Measure up, then make to fit 
	F. Excellent design and styling

	1. Running a private hospital
	C. Offer a short lead time
	G. Impressive, prestige packaging

	1. Making wedding dresses
	D. Add a technical innovation 
	H. Use low cost materials where they’re not visible to the customer



3. Calculations
1. Tardew Car Dealers buys a 6 year old Fiesta for £700 cash. One car seat is replaced and a new exhaust fitted - the parts cost £105. After a thorough clean-up inside and out and a squirt of air freshener inside (materials cost: £5), the Fiesta goes onto the forecourt at £1,495 and is sold for £1,400 a week later. 
1. Calculate the added value
1. Explain why this added value cannot be treated as pure profit. 
 
1. Strength is a cure for baldness based on herbal medicines. It sells in bottles priced at £24 that provide enough for two weeks. A full cure is said to take one year, though the packaging says that only 50% of users will find the cure effective. Jenny Ireland, the inventor of Strength, has hired a well-known TV and film actor to promote the product on a series of TV commercials. The production process and costs of Strength are a closely guarded secret, but the materials themselves cost no more than 30p - the same as the packaging. Jenny often refers to the ‘huge overheads’ of running the business, but with sales of 2 million bottles last year, no wonder she has just bought herself a Mercedes sports car.
1. Calculate the   i. value added per bottle
 ii. total value added in the last year   
	b) Give one justification Jenny might find to defend the high price she charges for Strength.

4. Outline one example of:
4.1 Added value based upon deception or cleverness (such as Aero adds value by blowing air through chocolate

4.2 Added value based upon a unique selling point (a USP) 


[bookmark: _GoBack]4.3  TV advertisements you have seen recently that seem focused upon adding value 
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Paul Campbell took a seat a few
weeks ago by the window of the
newy opened branch of Gourmet
Burger Kitchen (GBK) in the
Festval Square shopping mall in
Basingstoke.

The site, one of 24 branches of
the chain owned by the company
that Campbell heads, wasthe first
t00pen diectly opposice 2 Burger
King outlet and the boss wanted
05 how shoppers reacted.

He was pleasantly surprised
‘I watched people as they wandered through the mall
and were ooking at both,”he said. A far percentage
came into GBK. The site is performing better than we
epeced

(GBK is the market leader in a wave of upmarket
burger bars that have sprung up, mainly in southeast
England, in recent years. Since opening in March 2001,
it has been joined by Hamburger Union and Fine
Burger Company, both of which were launched in

03, and by Utimate Burger and Natural Burger
pany. All of them serve betcer-quaity food in a
arter environment than a traditional fast-food
et
Ollctively, these new eateries amount to about SO

5, nsign fcant next to the 1,800 or so operated
sector’s giants, McDonald's and Burger King,

ive made barely a dent in the €11 billion UK
But the upstarcs are about to geta lot bigger

GBK hopes to get o 100 sices
within 3 years — and the big boys
are waking up to the fact that
unless they respond they could
startto lose customers,

Itis not just hamburger joints
where staple fast-food fare is
being reinvented. Fish and chips
has lent iselfparticulary well ©o
being taken upmarket, Mini-
chains, such as Sea Cow, are
springing up, while chefs such as
Rick Stein and Tony Allan have
launched fish-and-chip outlets in Cornwall and Surrey
respectively.

“Business is booming’ said Allan, ‘now that
customers have gor their heads around the extra cos:
People don't mind paying €8 for a pizza that cost 30p
to put in a box,” he said. ‘Initally it was a bit of a
problem gesting them to pay £7 for fish and chips that
cost £3.50 to serve, bur these days people dor't mind
payingfor a bit of quality”

These upmarket versions of mainstream foods have
been gaining in popularity over the past 2 or 3 years.
Some cie the success of chains sich as Pret A Manger
and Pizza Express as paving the way. But the rise ofthe
posh burger bar is the most notable.

In part i is a symptom of the so-called ‘fight to
quality’ prevalent in much of the UK's food culture.

“It's been happening in supermarkets with the
success of labels such as Taste the Difference at
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Sainsbury's and Finest at Tesco, and with Marks and _ change Fine Burger Company, for example, has
Spencer and Waitrose doing wel saidJeffrey Young 3¢ pened an outesn Swindon, hich Tamesay i ding
the masketing consultancy firm, Allegra. Sory well. Tame is also looking to acquire property
esmers have become increasingly concerned _ elseuhere the UK. In addition o its Basingstoke
“bour eating more healhi and are more nerestedin _ outlet 'GBK also has restaurants in Bristol and
The qualty oftherfood. While they sl war 0 enjoy Brighton.
the 0dd burger or fish and chips, they vant to be & e quesion whether people in many parcsof the
e ent thae the food is of good qualit. Robere UK il be orepared o pay €8 fora burger, but Yourg
o ounder of Fine Burger Compary believes Its _ believes has upmarket fast food will prove assustain-
ot just about the product, it i lso the enironment “2ble as coffee shops, which were once writen offas 2
you are presenting the burgers in” Fad. This s going to be @ permanent shift” he said
e e wave o fastfood oulers s e Soure: adped o i by e Goodman inthe
 London phenomenon, but that is begining to  Siy Tine. 61/ 2007.

Questions Total: 55 marks (65 minutes)
1 This question looks at the resources being used by Gourmet Burger Kitchen (GBK)

a Identifyowo exampls of ‘and” that are used by GBI, (2mark)

b Identify two exampls of ‘capial that might be used by GBK. (2 marks)

c I Paul Campbell an example of labour or enterprise? Justiy your choice. (5 marks)
2 1 GBK mainly involved in primary production, secondary production or tertiary production?

Explain your reasoring. (smarks)
3 How might GBK use feedback’in order to improve t5 efficiency? (4marks)
4 Based on the figures in the article, calculate the level of added value on a pizza. (2 marks)
5 Analyse three ways in which GBK might improve the effciency of its factors of production. (10 marks)

(10 marks)

& Analyse he reasons why GBK canachive igherlevls of added value than McDonald's.

7 Jeffey Young belsves that che move towards upmarket burgers in the UKis a permanent hift
(15 marks)

“To what extent do you agree with this view?
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